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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Section 42-12052, Arizona Revised Statutes, is amended to 2 

read: 3 
42-12052.  Penalty for property classified as class three while 4 

rented; review and verification; notice to owner; 5 
appeals 6 

A.  EXCEPT AS PROVIDED BY SECTION 42-12053, PROPERTY THAT IS RENTED 7 
WHILE CLASSIFIED AS CLASS THREE PURSUANT TO SECTION 42-12003 IS SUBJECT TO 8 
CIVIL PENALTIES AS FOLLOWS: 9 

1.  THREE TIMES THE AMOUNT OF ADDITIONAL STATE AID PAID TO EACH SCHOOL 10 
DISTRICT WITH RESPECT TO THE PROPERTY PURSUANT TO SECTION 15-972 IF NO MORE 11 
THAN THREE SUCH PROPERTIES ARE OWNED BY THE SAME OWNER. 12 

2.  FIVE TIMES THE AMOUNT OF ADDITIONAL STATE AID PAID TO EACH SCHOOL 13 
DISTRICT WITH RESPECT TO THE PROPERTY PURSUANT TO SECTION 15-972 IF MORE THAN 14 
THREE SUCH PROPERTIES ARE OWNED BY THE SAME OWNER. 15 

A.  B.  Each county assessor shall review assessment information, on a 16 
continuing basis, to ensure proper classification of residential dwellings. 17 

B.  C.  If the assessor has reason to believe that a parcel of property 18 
that is classified as class three pursuant to section 42-12003 is being 19 
rented, the assessor shall notify the owner, in a form prescribed by the 20 
department, and request that the owner respond as to whether the property is 21 
occupied by the owner or is used as a rental property.  If the owner fails to 22 
respond to the assessor within thirty days after the notice is mailed, the 23 
assessor shall mail the owner a final notice requesting that the owner 24 
provide information as to whether or not the property is occupied by the 25 
owner or used as a rental property. 26 

C.  D.  If the owner fails to respond to the assessor within fifteen 27 
days after the final notice is mailed, the assessor shall: 28 

1.  Reclassify the property as class four. 29 
2.  Notify the county treasurer who shall assess THE PENALTIES 30 

PRESCRIBED BY SUBSECTION A OF THIS SECTION FOR THE CURRENT TAX YEAR AND UP TO 31 
THREE PRECEDING TAX YEARS, BUT NOT EARLIER THAN THE 2007 TAX YEAR, IN WHICH 32 
THE PROPERTY WAS INCORRECTLY CLASSIFIED. a penalty against the property equal 33 
to twice the amount of the property taxes that would have been levied against 34 
the property if the property had been classified as class four pursuant to 35 
section 42-12004 in the preceding tax year. 36 

E.  UNTIL PAID OR WAIVED, THE PENALTY CONSTITUTES A LIEN AGAINST THE 37 
PROPERTY AND MAY BE ENFORCED IN THE SAME MANNER AS A LIEN FOR DELINQUENT 38 
TAXES. 39 

D.  F.  The owner of the property shall pay a penalty under subsection 40 
C  D, paragraph 2 of this section to the county treasurer within thirty days 41 
after the notice of the penalty is mailed.  The owner may appeal the penalty 42 
to the county board of supervisors within the time required for payment.  If 43 
the owner proves to the board's satisfaction that the property is occupied by 44 
the owner MEETS THE CRITERIA FOR RESIDENTIAL PROPERTY UNDER SECTION 42-12053, 45 
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the board shall waive the penalty, and the property shall be listed as class 1 
three pursuant to section 42-12003.  Until paid or waived, the penalty 2 
constitutes a lien against the property. 3 

E.  G.  In addition to other appeal procedures provided by law, the 4 
owner of property that is reclassified as class four under subsection C  D, 5 
paragraph 1 of this section may appeal the reclassification to the county 6 
board of supervisors within thirty days after the notice of classification is 7 
mailed.  If the owner proves to the board's satisfaction that the owner 8 
occupies the property MEETS THE CRITERIA FOR RESIDENTIAL PROPERTY UNDER 9 
SECTION 42-12053, the board shall order the property to be reclassified as 10 
class three property pursuant to section 42-12003. 11 

F.  The county treasurer shall deposit all revenue received from 12 
penalties assessed under this section in the county general fund. 13 

H.  THE COUNTY TREASURER SHALL DISTRIBUTE MONIES COLLECTED AS PENALTIES 14 
UNDER THIS SECTION AS FOLLOWS: 15 

1.  THE FULL AMOUNT OF ADDITIONAL STATE AID PAID TO EACH SCHOOL 16 
DISTRICT WITH RESPECT TO THE PROPERTY PURSUANT TO SECTION 15-972 FOR EACH TAX 17 
YEAR SHALL BE PAID TO THE STATE TREASURER FOR CREDIT TO THE STATE GENERAL 18 
FUND. 19 

2.  THE COSTS INCURRED IN ADMINISTERING THIS SECTION PLUS ___ PER CENT 20 
SHALL BE ALLOCATED TO THE OFFICE OF THE COUNTY ASSESSOR. 21 

3.  THE REMAINING AMOUNT OF THE PENALTIES AFTER DISTRIBUTIONS UNDER 22 
PARAGRAPHS 1 AND 2 OF THIS SUBSECTION SHALL BE ALLOCATED TO THE COUNTY 23 
GENERAL FUND. 24 

G.  I.  The department shall prescribe all forms used to notify 25 
property owners under this section.  The forms shall contain information as 26 
to CRITERIA FOR the reclassification of property and the civil penalties that 27 
may result if the owner fails to respond to the notice.  28 

Sec. 2.  Section 42-15103, Arizona Revised Statutes, is amended to 29 
read: 30 

42-15103.  Contents of notice form 31 
The notice form shall: 32 
1.  Prominently display:  a statement informing property owners that if 33 

a parcel of property is used as a rental unit and the property is listed on 34 
the notice as class three pursuant to section 42-12003, the owner must notify 35 
the county assessor of the rental use of the property or be subject to a 36 
civil penalty prescribed by section 42-12052.  37 

(a)  A STATEMENT THAT ENHANCED CIVIL PENALTIES APPLY TO PROPERTY THAT 38 
IS RENTED WHILE CLASSIFIED AS CLASS THREE. 39 

(b)  THE CRITERIA FOR CLASSIFICATION OF RESIDENTIAL PROPERTY PRESCRIBED 40 
BY SECTION 42-12053. 41 

(c)  THE PROCEDURE FOR CORRECTING THE CLASSIFICATION OF RENTAL 42 
PROPERTY. 43 
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2.  Include a form with instructions on the procedure and deadlines for 1 
appealing the assessed valuation shown on the notice.  The appeal form for 2 
property that is listed as class three pursuant to section 42-12003 shall 3 
contain simplified instructions and shall be separate from the appeal form 4 
for other classes of property.  5 

Sec. 3.  Notice of assessed valuation; 2007 6 
For each parcel of property classified as class three, the county 7 

assessor shall include in the 2007 notice of full cash value pursuant to 8 
title 42, chapter 15, article 3, Arizona Revised Statutes: 9 

1.  A statement that beginning in 2008 enhanced civil penalties will 10 
apply to property that is rented while classified as class three. 11 

2.  The criteria for classification of residential property prescribed 12 
by section 42-12053, Arizona Revised Statutes. 13 

3.  The procedure for correcting the classification of rental property. 14 
Sec. 4.  Effective date 15 
This act is effective from and after December 31, 2007. 16 
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